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Abstract. In the light of modern commercial relationships, the doctrine of apparent authority plays an important role in ensuring the 
sustainability of business. Where the business undertaking is a large and complex one, it would be difficult and inconvenient for a person or 
legal entity to communicate every transaction with the agent. Thus, an agent’s effective powers in dealing with third parties may extend to 
transactions that he was not authorized to undertake by the principal. Such situations are usually characterized as apparent authority. The 
difficulty with this type of authority lies in the lack of control on the part of the principal which entails certain questions of liability of 
either the agent or the principal. Even though the third party has to check the agent’s authority, he cannot know about all the details of the 
agent’s internal authorization. Therefore, there is always a risk that the agent was not authorized to act. This article is deemed to provide a 
comprehensive analysis of the doctrine of apparent authority from a comparative perspective. A conclusion is made that the doctrine is an 
efficient mean of apportioning the risk of liability for agent’s unauthorized act between the principal and the third party with individual 
factors determining who must bear liability it in every specific case. 
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1. Introduction 
 
The common law approach is based on “externalized” theories, which state that agency situations should be 
explained from the third party’s point of view. This means that common law fails to make a proper distinction 
between the internal relation between principal and agent and the external relation between the agent and third 
parties, but simply involves the contract of two persons. Undeniably, the common law theory of identity has 
certain problems but in the perspective of modern commercial life, “external” approach appears to be practical 
and more justified from the standpoint of the needs of reality, than the abstract method of separation. 
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Most agency relationships arise from agreement of a certain form between the principal and the agent. In other 
words, the principal and agent have to “agree about the creation of the relationship” and to confer on the agent 
certain “powers to act on the principal’s behalf in relations with third parties” (Fridman 1996). This definition 
should be added with the mentioning of liability, which can be created by agents in respect of their principals 
under tort and criminal law. 
 
Authority in general constitutes the agent’s power of a special sort to affect the principal’s legal relations with 
third parties in such a way as if he had done the act himself. However, the notions of authority and power should 
be distinguished (Powell 1951). Authority carries the image of a paradigm justifying a legal result, whereas 
“power” is neutral and simply states the result regardless of the justification for it (Reynolds 2010; Finogentova et 
al. 2028). 
 
In agency doctrine, actual (real) and apparent authorities are usually discussed. The major difference between 
apparent and actual authority lies in justification of the agent’s acts in relation to the principal. In contrast to 
apparent authority, real authority is more than just a legal power “looking out” (posse) an agent, also there is a 
privilege “looking in” (licere) to the lawfulness of his conduct. The power and privilege are supported by the 
principal when the agent performs actions with actual authority, while, in the case of apparent authority, the agent 
has only an external legal power to act without corresponding internal principal’s justification (Müller-Freienfels 
1957). 
 
Apparent authority describes a situation when the negotiation of an urgent issue with a principal is impossible the 
agent might have only the appearance of authority, but no actual authority to act on behalf of the principal. 
Diplock L. J. in the case Freeman & Lockyer v Buckhurst Park Properties (Mangal) Ltd (1964) rightly noted that 
in ordinary business dealings the contractor at the time of entering into the contract could hardly ever rely on the 
agent’s “actual” authority. Information on the authority must flow either from the principal or from the agent, or 
from both, as only they know about the scope of the agent's actual authority. The contractor knows only what he 
is being told, which may or may not be true. Ultimately, he relies either upon the principal’s representation 
(apparent authority) or upon the agent’s representation (warranty of authority). 
 
Therefore, apparent authority is an essential part of the unauthorized agency, since there is always a risk that the 
principal would not approve the agents act and it would be considered as performed without a proper authority. 
Nevertheless, the agent is still capable to bind the principal by a contract with a third party, if the latter entered 
into such contract with the agent in reliance on the principal's representation.  
 
Also, the difference between apparent and actual authority is that actual authority arises from the principal to the 
agent, while apparent authority flows directly to the third party from the principal. Nevertheless, these types of 
authority very often overlap and cause the impossibility to decide whether parties rely on apparent or actual 
implied authority. Lord Denning in Hely-Hutchinson stated that “apparent authority…often coincides with actual 
authority. Thus, when the board appoints one of their members to be managing director, they grant him not only 
implied authority, but also with apparent authority to do everything that falls within the usual scope of that office. 
All others, however, are entitled to assume that he possesses usual authority of a managing director” (Hely-
Hutchinson v. Brayhead Ltd 1968). 
 
In certain circumstances, the scope of an agent’s apparent authority may be equivalent to the scope of agent's 
actual authority, in other words, to the extent the agent reasonably believes in having the authority to act granted 
to him on the basis of his position or status by the principal (Restatement (Third) of Agency 2006). In addition, 
the extent of the agent’s apparent authority created by estoppel largely depends upon the contents of the acts done 
by the principal to the third party who relies on representation. 
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The issue of legal foundation of the doctrine of apparent authority is also marked with disparity, since the doctrine 
of apparent authority is comparatively new both in common and continental law. For this reason, there is no 
unified approach regarding it even within one legal system and long-lasting discussions of scientists from 
different countries are held regarding the question whether apparent authority should be based on estoppel or the 
objective theory of contract. 
 
The aim of this article is to analyse the concept of apparent authority within the doctrine of agency, its 
constituencies and ways of treatment in different jurisdictions. Controversies regarding the basis of apparent 
authority are presented in the current research since even countries within one legal system hold different 
approaches toward the contract or estoppel basis of apparent authority. Since the issue of authority is problematic 
also in continental legal system, the article also provides a comparative legal research of this issue, which is 
particularly important in order to ensure the possibility of full realization of the agency relations. 
 
This study is based on the qualitative methodology approach and principles. The paper is also based on 
methodological regulations of studies of law, matching ideas of theories of normative and case law. The main data 
collection method used during the study was method of conceptual analysis when analysing the existing 
conceptual legal framework of the doctrine of apparent authority. Taking into account the character of the study, 
the most important data analysis method in this paper is comparative when revealing divergences in the legal 
systems concerned. The reference point of this study is legal regulation of the doctrine of apparent authority in 
countries with continental law system and common law system. Regulation in an article established in this legal 
act is compared to provisions of international instruments of unification of private law (the so-called soft law) and 
law of civil law countries. 
  
2. Legal foundation of the doctrine of apparent authority 
 
It is not easy to find the legal foundation of apparent authority. There is a long-standing discussion whether 
apparent authority is a true authority or whether it creates a liability for the principal based on estoppel (Cook 
1905). If it appears to be a class of authority, it becomes similar to actual authority, a power of an agent to bind 
his principal by the contract with the third party. In this case, both parties are bound and the principal does not 
have to authorize the agent’s act.  
 
English view on apparent authority later followed by UNIDROIT Principles (2010) differs greatly from the 
American-law position as the former regards the concept of estoppel as the basis (Bowstead 2014) and the latter 
sticks to objective theory of agency, which is directly derived from the objective theory of contract. A disparity 
has also marked the development of the doctrine within Europe itself.  Continental leading approach is that the 
concept of apparent authority is based on the objective theory of agency, which is directly derived from the 
objective theory of contract. 
 
The legal term ‘estoppel’ means that a person, who has let another person believe that a certain state of affairs 
exists, is not later permitted (is estopped) to deny that if the other person has acted to his detriment in reliance on 
that state of affairs and the denial would cause damage (usually financial loss) to that third party (Law of Agency, 
2018). 
 
There is no special rule peculiar to this type of agency. It is just aimed to show that agency contracts are not 
always expressly made, but very often may be inferred from the circumstances by the court. An implied contract 
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differs from an express with the promise, which is expressed, wholly or in part, by conduct rather than by words 
(Mechem 1952). Thus, agency is implied from special circumstances of the case.  
 
In agency arising by estoppel, the authority of the agent is described as apparent or ostensible but not actual, as it 
was not actually granted to the agent by the principal to act on the latter’s behalf. 
 
Regarding the doctrine of estoppel, the Restatement, Third in § 2.05 gives two types of estoppel situations in 
agency. The first one is that the principal, while making no manifestation of authority, by conduct intentionally or 
carelessly caused belief that the agent was authorized. The second is that where, having no notice of such belief, 
the principal did not take any reasonable steps to notify third persons about the absence of authority (Restatement 
(Third) of Agency 2006). 
 
First category can be regarded as an example of estoppel by representation. When the agent was negligent it will 
raise the initial question whether a duty of care is owed to the particular claimant. Usually the courts are willing to 
see an estoppel based on the breach of duty of care in the reasoning of the case but such situations are very rare in 
contract situations. The starting point is that individuals should often protect themselves in attempting to contract 
with others. The general argument would be rather dubious one; a person who chooses to act through others must 
take the risk of the ways in which those others act (Bower 2004). An interesting example of acting with a breach 
of duty of care can be seen in case MacAndrews & Forbes Co. v. United States (1928) where the agent left a 
delivery order in a drawer in a public garage instead of delivering it to the truck driver. Such agent should be 
considered as unauthorized, since he did not follow his principal’s instructions. 
 
Second category explains cases where there is no manifestation of authority, but the conduct of the principal 
clearly indicates that there had been authority at an earlier time (Reynolds 2010). 
 
According to the general rule mentioned in the Restatement, Second of Agency (1958) “acts are to be interpreted 
in the light of ordinary human experience”. If a principal puts an agent into (or knowingly permits him to occupy) 
a position in which according to the ordinary habits of persons in the locality, trade or profession, it is usual for 
such an agent to have a particular kind of authority, anyone dealing with him is justified in inferring that he has 
such authority, in the absence of reason to know otherwise. The content of such apparent authority has to be 
determined from the facts (Cmt. C, Restatement (Second) of Agency 2013). 
 
Restatement (Third) of Agency (2006) and the Principles of European Contract Law (2000) (hereinafter, PECL) 
follow the objective theory of contact (Lando, Beale 2000). Apparent authority there allows the principal to sue 
the third party on the basis of apparent authority. Objective theory of agency, which is derived from the objective 
theory of contract, states that principal’s liability in contract just like ordinary liability in contract is based on his 
voluntary representations to third parties concerning the scope of the agent’s authority (Conant 1968). It is 
noteworthy that if the objective theory is taken as the basis for apparent authority, the absence of reliance on the 
part of the third party will not be fatal to an assertion of apparent authority (Restatement (Third) of Agency 2006). 
The principal's representations or conduct toward third parties create for the agent a power to contract excessing 
his actual authority. This view of apparent authority requires neither proof of misrepresentation nor change of 
position in reliance thereon, and conforms to the mutuality of obligation.  
 
So, in American law the view that the concept of apparent authority is based on the objective theory of agency 
prevails, which is directly derived from the objective theory of contract. 
 
The estoppel view, in its turn, is dominant in England and much of Commonwealth countries. However, several 
important facts should be noted. Firstly, in all legal systems where apparent authority is based on estoppel, it 
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works against the principal because there is, in fact, no contract formed and only the principal can be held liable 
as the concept itself prevents the principal from denying the existence of agency to a third party.  
 
Moreover, in case with unauthorized agency the principal may experience certain problems with holding an 
unauthorized agent liable for the acts performed on the principal’s behalf. The concept of estoppel prevents the 
principal from denying the existence of agency to a third party, thus only he can be held liable for the exceeding 
of authority by his agent. Liability here is based on the third party’s reliance and the principal's manifestations of 
his agent's authority. Thus, it is clear that contract and estoppel are inconsistent concepts and cannot be combined 
as a basis for apparent authority (Heskell v. Continental Express, Ltd. 1950).  
 
Controversies whether the apparent authority has a contract basis or is based on estoppel are tough as in most 
cases elements of both contract and estoppel are present. The estoppel view is highly criticized in the United 
States and civilian countries, however, in practical terms, it does not matter significantly which view is preferred, 
as far as the principal can sue the third party both on the basis of apparent authority and ratification. Furthermore, 
either view must contain some manifestation of authority moving from the principal. The only practical 
significance is that if estoppel is the basis for apparent authority, a principal who wishes to take the benefit out of 
its agent’s unauthorized acts must always ratify, since a cause of action cannot be found on an estoppel (Busch, 
Macgregor 2009 b). 
 
Generally, whichever the view is taken, it is widely accepted that the doctrine of estoppel is one of the most useful 
and flexible in law and that various types of estoppel are governed by a general principle, namely that when the 
parties to a contract proceed on the basis of an underlying assumption engendered by the other, neither of them 
will be allowed to rely on the assumption when it would be unjust or unfair to do so.  
 
The issue of determining the essence of authority still remains a bit problematic under the Ukrainian civil doctrine 
as there is still no unified approach developed regarding the legal nature of the agent’s authority. Traditionally, 
authority is considered a non-material subjective right, since no actual property right or obligation of either party 
to the relationship corresponds to it. This, however, does not indicate the absence of a property element in the 
legal relations of representation in general. The agent’s right to remuneration and the corresponding principal’s 
obligation to pay it, is an element of the relationship along with the authority, but not a part of the authority itself 
(Tsiura 2017, 230).  
 
Lithuania is one a few countries where the idea of apparent authority is moved to the positive law. Paragraph 9 of 
Article 2.133 states that where an agent acted in excess of his powers but in the manner which gave to a third 
person serious grounds to think that he was concluding a contract with a duly authorised agent, the contract shall 
be obligatory to the principal, except in cases where the other party to the contract was aware or had to be aware 
that an agent was exceeding his powers.  
 
 
3. The elements of apparent authority 
 
Apparent authority is described as one of the main problems of agency institution (Stoljar 1961). A good 
definition of the doctrine of apparent authority was presented by the Restatement Third of Agency (2006) as the 
power held by an agent or other actor to affect a principal's legal relations with third parties when a third party 
reasonably believes the actor has authority to act on the principal’s behalf and that belief is traceable to the 
principal's manifestations. 
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Therefore, the third party has to rely upon the principal’s manifestation of the agent’s authority, which may go 
beyond the authority actually communicated by the principal to the agent (Müller-Freienfels 1957).  
 
One more excellent description of the concept was given by the court in the AAA Tire opinion. It was explained 
that the concept of apparent authority only comes into play when the agent has acted beyond his actual authority 
and has no permission whatsoever from his principal to act in such a manner. The principal will be bound for such 
actions if he has put his agent in such a position or has acted in such a manner as to give an innocent third person 
the reasonable belief that the agent has authority to act for the principal. The facts and circumstances of each case 
must be examined to determine the reasonableness of the third party's belief. One must look from the viewpoint of 
the third person to determine whether an apparent agency has been created. In transactions between businessmen, 
the nature of the business, customs and usages within the trade can be important factors to be considered (Holmes 
and Symeonides 1999, 26). 
 
Denning L. J. correctly pointed out that ostensible or apparent authority is the authority of an agent as it appears 
to others (Hely-Hutchinson v. Brayhead Ltd 1968). This usually happens when the principal expressly or by any 
other conduct makes the third party to believe that he consents to have the act performed on his behalf by the 
other person. If the third party with a reasonable belief relies on these manifestations and contracts with the agent 
on this ground, the principal is considered to be bound. 
 
From the definition of apparent authority, certain conditions may be traced. As Slade L. J. observed in Rama 
Corporation Ltd v. Proved Tin and General Investments Ltd (1952) that one cannot call apparent authority unless 
three requirements are met: 1) a representation must have been made to the third party in order to show that the 
agent has authority to act on behalf of the principal.; 2) a reliance on the representation; 3) an alteration of third 
party’s position resulting from such reliance. 
 
Manifestations of authority show the third party that the agent is duly authorized to act on the principal’s behalf. 
This may be made by words (oral or written) or by conduct. Authority may be also contained in a separate written 
document. Even though the third party has to check all the manifestations of agent’s authority, he cannot know 
about all the details of the agent’s internal authorization. Therefore, there is always a risk that the agent was not 
authorized to act.  
 
However, there is a view that private restrictions made by the principal to his agent cannot effect the third party’s 
reliance on the manifestation of authority. This was mentioned in the case Harrison Exp. (1893) where an agent 
had authority to apply for the shares on a particular day, however in a separate document it was stipulated that the 
acceptance of an offer has to be communicated to the principal. This was not done. For the reason that the 
contractor was unaware of the private restriction, he could rely on the document, which was presented, and the 
principal was estopped from denying that the agent has unrestricted authority to act on his behalf.   
 
Authority may be implied either from the agent’s status (spouse, employee) that under normal conditions would 
lead to the conferral of authority, or earlier declared authorization that was revoked later internally by the 
principal. Representation may also be implied from the principal’s conduct, especially when the agent performs 
acts that fall within his ‘usual authority’ that is inferred from the ordinary course of business. In United Bank of 
Kuwait Ltd v. Hammoud (1988) the court of appeal held that in each case it was a matter of deciding whether the 
giving of the undertaking by the agent was an act for carrying on, in the usual way, business of the kind conducted 
by a firm of solicitors. Moreover, it was decided that in the ordinary course of business a solicitor does not receive 
money or a promise from a client for giving an undertaking to a third party. 
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Countries with civil law order have accepted an approach that focuses rather on the agent’s appearance of 
authority in certain circumstances. In France and Belgium, for instance, liability was historically based on tort, 
depending on the proof of the principal’s fault based on the doctrine l’apparence. 
 
Such appearance of authority may commonly take the form of appointing the agent to the position, which implies 
to have certain authority. Under the conclusions made in Freeman & Lockyer v. Buckhurst Park Properties Ltd 
(1964) a corporation, being a fictitious person can act only through agents with actual authority conferred by the 
corporation in order to make the representation on its behalf. According to the view of the Restatement (Third) of 
Agency (2006) acting with an actual authority means that “at the time of taking action that leads to legal 
consequences for the principal, the agent reasonably believes, in accordance with the principal’s manifestations to 
the agent, that the principal wishes the agent so to act.”  Such "actual" authority can be delegated to the 
agent/employee under the memorandum or articles of association in order to permit him or her to act in the 
management, and thereby to manifest having the proper authority to enter on behalf of the corporation into 
contracts of a kind which are authorized in the ordinary course of such business. 
 
Consequently, in cases where the agent has no actual authority conferred by the corporation to act on its behalf, 
the contractor cannot rely upon such agent's representation at all. When apparent authority arises with companies, 
these representations are made through its properly authorized officers or through one of its bodies such as the 
board of directors (Freeman and Lockyer v Buckhurst Park Properties (Mangal) Ltd 1964). 
 
Under Ukrainian legal doctrine, the issue whether employees can be considered as agents, acting on behalf of 
their employer, is still debatable. The main problem is that Ukrainian law does not possess such a legal category 
as “apparent authority”, thus, different opinions are present. Some scholars are convinced that the agent may be 
granted an authority by appointing to a certain position which authorizes him to perform legal acts on behalf of 
that enterprise or institution ex officio without any other documents. Article 39(10) of the Law of Ukraine "On 
Limited liability companies"(2018) states that “the sole executive body of the company or the chairman of the 
collegial executive body of the company may act on behalf of the partnership without power of attorney. The 
Charter of the partnership may provide the possibility for each or some members of the collegial executive body 
to act on behalf of the partnership without a power of attorney or the possibility of all or individual members of 
the executive body to act on behalf of the partnership without a power of attorney exclusively together”. Such an 
approach implies that the employment contract is the basis for the agent’s authority to arise when appointing a 
person to a position in enterprise, institution or organization (sellers, cashiers, etc.) (Tsiura 2017, 254). 
 
Others, however, agree that employers, acting within the scope of employment cannot be considered as agents, 
since they carry out activity of the legal entity itself, so the requirement that the agent and the principal have to be 
two independent subjects is not fulfilled in this case. In this context, Art. 1172 of the Civil Code of Ukraine 
(2003) (hereinafter CCU) must be considered, according to which, if the activity of the employee during the 
performance of his official duties caused damage to third parties, the responsibility will be borne by the legal 
entity (employer) as for their own actions. In this regard, an employment contract cannot be considered as the 
basis for the establishment of representative relations (Domanova 2006, 141). However, when the employee is 
duly authorized to carry out acts on behalf of a legal entity beyond the scope of his employment, he will become 
an agent of the legal entity. In this case, the employee will be granted authority and the relations of representation 
would arise. 
 
Consequently, we can conclude that an employment contract cannot be considered as the basis for representation 
in civil law, since the employee acting on behalf of the company is regarded as a part of the legal entity and under 
the “separation theory” accepted by Ukrainian legislator, principal and agent have to be separate legal 
personalities.  
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Thus, in order to create an agent’s “apparent” authority by permitting the agent to act in the management or 
conduct the principal's business, the board of directors has to delegate an “actual” authority to the agent under the 
memorandum or articles of association in order to permit him or her to represent the corporation to third parties, 
enter into contracts which are authorized by the principal and are permitted in the ordinary course of such 
business (Freeman and Lockyer v Buckhurst Park Properties (Mangal) Ltd 1964). 
 
A reliance on the representation means that the causal link must be established between the representation and 
the third party’s actions. As Parker L. J. remarked in Bedford Insurance Co Ltd v. Institutio de Resseguros Brasil 
(1999): “A person relying on ostensible authority has…to show that he relied on the representation of the 
principal, and none of the insured or their brokers was called to testify to this effect. The documents certainly 
suggest that they could very well have done so, but I am not prepared to hold that they did so. The brokers 
concerned were few and, with one exception, were not called. The one who was called merely confirmed his 
proof and this contained no relevant evidence. In the circumstances of this case, where a number of documents 
were clearly shown to have created, and deliberately to have created, a false impression, oral evidence was, in my 
judgment, required”.  
 
As a result, for apparent authority to arise, it is important to establish third party's good faith when entering into a 
contract with the agent (Munday, 2010). Third parties acting in a good faith are entitled to rely on manifestations 
of agency, even if they suspect the agent of acting without authority (Müller-Freienfels 1957). 
 
In contrast to the common law view on apparent authority, the continental legal systems have evolved less 
doctrinaire solutions to the discussed topic; however, all of them have something in common which is to protect 
those who in a good faith rely on the manifestation of authority.  
 
Continental courts, in their turn, go further in their understanding of apparent authority and offer to make good 
faith the determinative factor. Such countries as France, Belgium and the Netherlands base their doctrine on the 
protection of the third party’s reasonable (legitimate) belief (Banque Canadienne Nationale 1963).  While 
assessing the legitimacy of the third party’s belief, the court will look on certain circumstances of the case (such 
as employment, education) that would show whether the third party was more likely to fall victim to the 
appearance of agent’s authority. In addition, agent’s professional status and behavior will be assessed by the court 
in order to find out whether he could lead the third party to believe in the presence of authority. German law does 
not contain an expressly mentioned requirement of the reasonable belief, but it seems unlikely that a court would 
allow a third party to invoke apparent authority where the belief of the third party was not reasonable. General 
provision is contained in BGB (2003) that protects the good faith purchaser of movable property. 
 
This requirement is also present in the Article 232 of the CCU (2003). To secure himself, the third party has to 
check whether the agent is duly authorized before concluding the contract. A representative may be mistaken as to 
the limits of his authority. In this case, he cannot be held liable for damages suffered by a third party. Therefore, it 
is of particular importance for the third party to check the agent’s authority, otherwise, the third party will be 
considered as such that had deliberately entered into a relationship with the agent, knowing that the latter acted 
outside the scope of his authority or beyond the scope of warranty of authority, and, therefore, the agreement, 
should be considered null (Шершеневич 1907). 
 
The alteration of position may only happen when the third party enters into the contract with the principal. 
Sometimes, in order to rely upon the doctrine of estoppel, the courts require the evidence that the party has acted 
to his detriment. As Lord Robertson declared in George Whitechurch Ltd v. Cavanagh (1902): 
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“My Lords, the case of the respondent is one of the estoppel, and it is an essential element in such cases that the 
person to whom the representation was made has suffered loss by acting upon it; or, to put it in different way has 
altered his position to his detriment by acting on the representation.” 
 
Nevertheless, there are still many courts that require only alteration. Thus, the Diplock L. J. declares in Freeman 
& Lockyer (1964) that: “the representation, when acted upon by the contractor by entering into a contract with 
the agent, operates as an estoppel, preventing the principal from asserting that he is not bound by the contract. It 
is irrelevant whether the agent had actual authority when entering into the contract or not”. 
 
After such statements, the question whether alteration is a separate requirement from reliance appears. Under the 
common law doctrine of apparent authority, a principal is considered to be bound under the contract when the 
bona fide third party has acted in reliance on agent’s manifestation of authority. 
 
Unless all conditions are met, there is a danger that the principal would be able to resile from an unauthorized 
contract entered into by his agent under no excuse how reasonable it was for the third party to assume that the 
agent acted with a due authority. In other words, the third party should always bear the risk that the agent acts 
without authority. Such a risk, however, must be apportioned between the principal and the third party, with the 
view on every individual factor in determining who must suffer consequences in a particular case, since an agent 
acting without authority is not personally responsible (Müller-Freienfels 1957). This compromise is the subject of 
the doctrine of apparent authority. 
 
Under the doctrine of apparent authority, the third party is allowed to sue the principal. However, in case the 
principal is willing to sue the third party, he is not able to rely on apparent authority, since he must understand 
that his agent did not have enough powers to act. Also, the principal is unable to claim the benefit of any estoppel 
that arises from the principal´s own acts. 
 
The question also arises whether and to what extent the agent’s power to bind his principal is affected by the 
death of the principal (Müller-Freienfels 1957). Is it possible to speak about possibility to call for apparent 
authority in this case?  
 
According to the traditional English view, revealed in the prominent case Campanari v Woodburn (1854), 
principal’s death automatically terminates agent’s powers, irrespective of whether the agent or the third party 
knew or should have known about such an event. The origin of the rule may be found in the provision of the 
“fiction of identity” concept between the principal and the agent, but today the prevailing argument is that what a 
dead man cannot himself do, he cannot do through another, because in this case one of the essential features 
necessary for concluding a contract would be missed, particularly the so-called requirement of meeting of minds 
(Müller-Freienfels 1957). 
 
Speaking about soft law instruments in the field of private law, they provide certain regulation on this topic that 
tried to combine the most characteristic features of both legal families. These acts also contain certain provisions 
on the question of apparent authority. In general, UNIDROIT Principles (2010) accept the English law position in 
regard to the apparent authority where the agency is based on estoppel, whereas the European Principles try to 
enforce the continental approach. 
 
Under the European Principles (2000), both the principal and agent are bound to each other by acts within the 
agent’s apparent authority as much as by acts within its actual authority (Lando, Beale 2000).  Apparent authority 
there may be invoked by the third party only in case the third party had a reasonable belief that the agent had 
sufficient authority. 
The International Journal 
 ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES 
ISSN 2345-0282 (online) http://jssidoi.org/jesi/ 
2018 Volume 6 Number 2 (December) 
http://doi.org/10.9770/jesi.2018.6.2(13) 
 
658 
 
 
Under the UNIDROIT Principles (2010), if the principal wants to rely on the doctrine of apparent authority, there 
is a requirement to ratify the unauthorized act. Under the European Principles (2000), ratification is confined to 
direct representation, since indirect agency implies the agent not acting in the name of the principal at all. 
 
The issue of unreciprocated power to hold the other party bound to the contract has also to be seen in the context 
of apparent authority. Under both English law and the UNIDROIT Principles (2010), the principal is bound under 
the contract even in case the agent’s act fell outside the scope of the actual authority, provided it was performed 
within the scope of his apparent authority. Under the European Principles (2000), an act within the agent’s 
apparent authority automatically binds both principal and third party so no question of speculation can arise 
(Bennett 2006). 
 
Mixed legal systems have a unique requirement that the representation must have been of such nature that the 
principal could reasonably have expected it to be acted on (Monzali v. Smith (1929). This approach is criticized 
by the common law representatives as such an objective element may appear to be unjust for innocent principals. 
 
Conclusions 
 
The law of agency cannot be limited to cases where the agent possesses an express or implied actual authority. In 
order to ensure the sustainability in business, an agent always needs to have a certain degree of discretion which 
would allow him to act outside the scope of the actual authority. At the most common sense, apparent authority 
can be described as cases when the principal did not authorize or provided limited rights to the agent to act in his 
own name, but because of the actions by the principal or other circumstances related to him a third party 
reasonably and fairly believes that the agent has required authorization. 
 
It is important to distinguish apparent authority from implied authority. Implied authority arises from the factual 
circumstances under which the agent is acting and is considered a part of actual authority. It means that contrary 
to the case of apparent authority the actions by the agent with implied authority do not mean unauthorized agency 
 
Since the doctrine of apparent authority is an essential element of unauthorized agency, it is deemed to protect the 
interests of a third party who reasonably believed that the agent was duly authorized to act. Although the agent 
has only the appearance of authority, but no actual authority to act, he is still capable to bind the principal under 
the contract with third party, if the latter relied on such manifestation. Manifestations of authority sometimes may 
go beyond the authority actually communicated by the principal to the agent.  
 
The legal foundation of the doctrine of apparent authority is considered to be controversial. English view that was 
later followed by UNIDROIT Principles regards the concept of estoppel as the basis. Continental approach sticks 
to the leading view that the concept of apparent authority is based on the objective theory of agency, which is 
directly derived from the objective theory of contract, since the English position causes certain problems with 
holding an unauthorized agent liable for the acts performed on the principal’s behalf. 
 
For apparent authority to arise, three conditions must be met: 1. A representation must have been made to the 
third party in order to show that the agent has authority to act on behalf of the principal; 2. A third party’s reliance 
on the agent’s representation; 3. An alteration of third party’s position resulting from such reliance. 
Unless all conditions are met, the third party should always bear the risk that the agent acts without authority and 
the principal would be able to resile from such a contract.  
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